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Business activity, after a rapid growth in
the second half of 1938, has failed since the
beginning of this year to
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vance and in many indus-
tries, current levels of activity are below
those reached toward the end of 1938. The
Board's seasonally adjusted index of indus-
trial production, including mining and manu-
facturing, declined from 104 in December to
a level of about 92 in April and May. In the
bituminous coal industry, where output was
reduced about two-thirds in April and the
first half of May, production subsequently
showed a sharp increase. Toward the end of
May there was a rise in steel production. On
the railroads freight traffic was at a low level
during April and the first half of May largely
as a result of the temporary shutdown at
bituminous coal mines and of a less than sea-
sonal increase this year in miscellaneous
freight. In the construction industry there
has been a large volume of public work and
a substantial volume of private residential
building this spring; a considerable decline
in contracts for residential work during April
was followed by some rise in the first half
of May. In the aggregate payrolls have not
shown the usual seasonal rise since the end
of last year but total income payments, in-
cluding many items not affected directly or
immediately by changes in industrial activity,
have not declined appreciably, as is shown on
the chart. Distribution of commodities to
consumers has shown about the usual sea-
sonal fluctuations.
Commodity prices generally have shown
little change since the latter part of 1938.
A decline in the wholesale price index in
April reflected substantial decreases in prices
of livestock and dairy products. In the se-
curity markets a period of sharp decline in
prices of stocks and lower-grade bonds dur-
ing the latter part of March and the early
part of April was followed by a month and a
half of little change, while prices of United
States Government and other bonds of the
highest grade continued to advance through-
out the spring months, reflecting the abun-
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Based on U. S. Department of Commerce monthly estimates of
the amount of income payments to individuals. April 1939 figure
estimated.
The heavy movement of private foreign
funds to the United States that followed
German occupation of Czecho-
Recent gold Slovakia in the middle of March
movements
1 slackened considerably toward
the end of April and declined
further during May. Gold imports, how-
ever, remained at a high level, reflecting
largely the accumulation of resources in this
country by foreign monetary authorities.
In the four weeks ending May 24 gold im-
ports amounted to $520,000,000 and in the
preceding four weeks to $585,000,000.
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Between April 26 and May 24 earmarked
gold and foreign deposits at the Federal Re-
serve banks increased by $330,000,000. This
development represents the resumption of a
movement that has been in progress for the
past year and which was marked during the
six weeks ending March 15. In that period
foreign official holdings of gold and balances
at the Federal Reserve banks increased by
$195,000,000. During the succeeding six
weeks foreign monetary authorities drew to
some extent upon their accumulated resources
in this country to meet the heavy private
demand for dollars, but between the middle
of March and April 26 there was little net
decline in the volume of official balances and
gold holdings, and subsequent acquisitions
have raised these resources to new high
levels. On May 24 earmarked gold and for-
eign deposits at the Federal Reserve banks
amounted to $1,265,000,000, compared with
$530,000,000 on July 31, 1938.
Bank reserves continued to increase during
May but at a slower rate than in March and
April, reflecting the fact that
Banking a large part of the gold inflow
went into foreign holdings and
foreign deposits at the Reserve
banks. Nevertheless, total excess reserves
of banks had increased by May 24 to $4,300,-
000,000, a new high level. The increase con-
tinued to be principally at New York City
banks, which receive most of the deposits
arising out of the movement of capital from
abroad.
Deposits at reporting member banks in
leading cities, which had increased by $750,-
000,000 in April, showed little change in the
first half of May. On May 17 adjusted de-
mand deposits at these banks amounted
to about $16,700,000,000, which was about
$1,000,000,000 above the record high level
that had been reached at the end of 1936
The effect of gold acquisitions in increasing
deposits at member banks during May wai
counterbalanced by a reduction in the amount
developments
in May
of bank loans and investments. The reduc-
tion was mainly in New York City where
oans to brokers and dealers in securities de-
fined to near the lowest levels of recent
years. Holdings of investments at New York
ity banks were also reduced during May,
largely as a result of repayment of maturing
obligations by the New York State and City
governments.
Following a rapid advance in the latter
half of 1938, industrial activity did not show
the usual seasonal rise during
Industrial the first quarter of 1939 and de-
o uction cline(j in April. The current
level, however, is considerably above that of
a year ago, as is indicated by the accompany-
ing chart which shows the course of the
Board's seasonally adjusted index and also of
component groups. The decline in the total





1932 1933 1934 1935 1936 1937 1938
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duction in coal output, and decreases at tex-
tile mills where earlier in the year output had
been in substantial volume.
In the durable goods industries recent de-
clines in activity have centered chiefly in the
steel and automobile industries. Output of
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steel, which in the latter part of 1938 had
reached a level in excess of use at steel-con-
suming establishments, declined in Decem-
ber and showed little change during the first
three months of 1939, although usually there
is an increase at that time of year. Opera-
tions were sustained at a level of about
54 per cent of capacity in this period by a
backlog of orders from the automobile in-
dustry, accumulated in October during a
period of price concessions, by a substan-
tial volume of orders for rails and struc-
tural steel, and by continued demand from
many other users of steel. By the end of
March, however, unfilled orders appear to
have been reduced considerably and subse-
quently as new orders were in small volume
steel mill schedules were curtailed, ingot pro-
duction declining to about 45 per cent of
capacity by the middle of May. About this
time considerable weakness again developed
in prices of types of steel used mainly by the
automobile industry, and as previously in
October substantial orders for steel were
placed during the period of price concessions.
In the fourth week of May output of ingots
increased to 48 V2 per cent of capacity.
Automobile production, which had in-
creased sharply in the autumn of 1938 and
had been at a high level during the winter,
showed somewhat less than the usual sea-
sonal increase in March and April. Do-
mestic retail sales in the first four months
of 1939 were about 40 per cent larger than
in the corresponding period of 1938 and
exports were also in substantial volume, but
at the end of April dealers' stocks of new
cars were larger than at the corresponding
date in other recent years, and partly as a
result of this, output was reduced in May.
In the machinery industries, where expan-
sion in the latter part of 1938 was less pro-
nounced than in the automobile and steel in-
dustries, activity, as measured by man-hours
worked, continued to rise during the first
quarter of 1939 and was largely maintained
during April.
Lumber production, the principal item in
the "other durable" line on the chart, showed
little change during the first three months of
the year but in April and May new orders in-
creased and output also showed a rise. Out-
put this year has been above that of a year
ago, reflecting chiefly the sharply increased
volume of building.
In the cement industry recent develop-
ments have been in contrast to those in most
other durable goods lines, reflecting pri-
marily the influence of the expanded public
construction program. Cement production
has risen sharply since the early part of
1938 and in recent months has been near the
high rate reached in the spring of 1937.
In the nondurable goods lines, output of
tobacco products and petroleum products
during the first four months of this year
continued close to the record levels reached
in 1937. Textile production in the first quar-
ter of this year was maintained at a level
considerably higher than a year ago but about
15 per cent lower than in the corresponding
period of 1937. In April there were declines
in activity at textile mills, particularly at
woolen mills and in the silk goods industry
where output was curtailed partly as a result
of recent high prices for raw silk. Shoe pro-
duction continued at a high level until April
when there was a decline.
Employment in nonagricultural lines in-
creased less than seasonally in the first quar-
ter of 1939 and declined some-
Employment what in April, reflecting a sharp conditions , . . ,
decrease at bituminous coal
mines, offset in large part by seasonal in-
creases in construction and trade. At fac-
tories, employment has remained at about the
level reached by the end of 1938, as is shown
in the chart on the next page, although usually
there is some increase in the spring. Declines
or less than seasonal increases were reported
at automobile plants, sawmills, woolen mills,
and clothing establishments. With little
change in average hours worked per week
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and in average hourly earnings, payrolls have
continued at about the level reached at the
end of 1938, not showing the usual spring
rise.
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Bureau of Labor Statistics data with railway repair shops ex-
cluded from all series. April 1939 figures estimated for average
hourly earnings and average hours worked.
The decline in average hourly earnings
during the first part of 1938 and the subse-
quent rise, shown on the chart, reflected
mainly sharp changes in the proportion of
wage earners employed in the higher-wage
industries, particularly automobile manu-
facturing. Wage rates in most individual
industries have been fairly stable since the
middle of 1937. Increases brought about thus
far by the Fair Labor Standards Act have
been reflected in moderately higher average
hourly earnings in a few industries but their
direct effect on the general average of hourly
earnings has not been appreciable.
In April total contracts for privately-
financed construction showed little change,
a contraseasonal decline in resi-
in
g dential building being largely offset
by increases from earlier low levels in fac-
tory, commercial, and other private construc-
tion. Awards for public projects, which
have fluctuated widely from month to month,
were in large volume and consequently the
total of all construction contracts was at a
relatively high level. Reports for the first
half of May indicate an increase over April
in both private and public residential build-
ing and a decline in nonresidential work, re-
flecting smaller awards for public projects.
Figures for the principal types of construc-
tion are given through April in the following
table:
CONSTRUCTION CONTRACTS AWARDED IN 37 EASTERN
STATES





















































































Source: F. W. Dodge Corporation. The figures shown are not ad-
justed for seasonal variation.
The April decline in private residential
building contracts, contrary to seasonal ten-
dency, reflected for the most part a sharp
reduction in awards for apartments, as is
shown in the chart. The reduction in apart-
ment awards occurred largely in the New
York metropolitan area, where they had been
in large volume in February and March. The
decline in such contracts was due in part to
a reduction, during consideration of amend-
ments to the National Housing Act, in the
volume of insured loans closed on rental
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projects under the Federal Housing Adminis-
tration program. For one- and two-family
houses, the April volume of contracts was
larger than that of any other month of the
RESIDENTIAL BUILDING
CONTRACTS AWARDED IN 37 EASTERN STATES
ADJUSTED FOR SEASONAL VARIATION
MILLIONS OF DOLLARS MILLIONS OF DOLLARS
1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939
Based on F. W. Dodge Corporation data. Latest figures shown
are for April 1939.
recovery period but, on a seasonally adjusted
basis, as the chart shows, the level was lower
than in other recent months. Home mort-
gages selected for appraisal by the Federal
Housing Administration in April declined
somewhat from the advanced March level and
then showed little change in the first half of
May.
Rents have remained practically unchanged
for more than a year at the level reached late
in 1937, and such data as are available on
vacancies indicate that they have continued
at a low level. Building costs for residential
construction have also shown little change
recently.
Construction contracts for slum clearance
projects under the United States Housing
Authority program were awarded in increas-
ing volume in the latter part of April and in
May, following a lull in the preceding two
months. During the first four and one-half
months of this year contracts placed for such
projects amounted to about $15,000,000.
These contracts, together with $30,000,000
awarded last year, cover 25 projects and rep-
resent 13,000 dwelling units. Some of the
projects started last year are now n earing
completion.
The volume of contracts placed for pub-
licly-financed nonresidential construction this
year has been at a level above that in most
periods during recent years, although sharply
lower than in the closing months of 1938 just
prior to the December 31 dead line for start-
ing projects under the new Public Works Ad-
ministration program. The recent volume
has reflected in part the placing of additional
contracts on Public Works Administration
projects started last year, but there has also
been a considerable volume of projects
financed exclusively by local government
agencies, including numerous water supply
systems and street and highway improve-
ments.
Wholesale commodity prices, which had
been at 77 per cent of the 1926 average during
the first quarter of the year, ac-
Wholesale cording to the index of the Bureau
of Labor Statistics, declined one
point in the early part of April
and have shown little change since that time.
The principal changes affecting the index this
year have been decreases in livestock and
dairy prices, as is shown in the chart on the
next page. Other farm and food products
have generally shown little change except for
some rise in cotton and grain prices during
recent weeks. Among industrial products
there has been a sharp rise in silk, while steel
scrap, some other industrial materials, and
certain types of finished steel have declined.
As a result of the recent decline prices of
livestock and products, as a group, are now
at the lowest level since 1934.
Agricultural Hogg are seHJng for about $7.Q0
commodities
per hundred pounds at Chicago,
about $1.00 less than a year ago, and $4.00
less than in the corresponding period of 1937.
Dairy products are the lowest since 1933.
Prices of all grades of cattle, however, are
higher than a year ago.
commodity
prices
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Monthly figures ; Bureau of Labor Statistics data, with Fed-
eral Reserve classification of livestock and products and other
farm products and foods. May 1939 estimated.
The recent decline in livestock and meat
prices has reflected larger marketings with
little change in consumer demand, while
declines in prices of dairy products have
reflected in addition changes in marketing
arrangements. The current situation with
regard to supplies of livestock and dairy prod-
ucts reflects the marked influence of large
feed crops in 1937 and 1938. With feedstuffs
cheap relative to prices of hogs, for example,
hog production has been increasing since the
spring of 1938 and hog slaughterings since
last October have been about 12 per cent
higher than in the preceding year. In the
case of cattle, the short-time effects of low
feed prices have been different; there has
been a tendency to increase herds to such an
extent that slaughterings have not increased.
Prices of stocker and feeder steers this spring
have been at the highest level for this season
in nine years, and prices of other grades of
cattle have generally been at levels substan-
tially higher than a year ago. Milk produc-
tion has been at a record high level this spring
and, with discontinuance of butter purchases
by Federal agencies and the nullification of
the New York milk marketing agreement,
prices of dairy products in central markets
have declined sharply. Storage holdings of
butter on May 1 were much higher than a
year ago, with most of the stocks held by
Federal and State agencies; consumption,
however, is also larger than last year, partly
as a result of the distribution of substantial
quantities for relief purposes.
Prices of other farm products and foods
have shown little change since the sharp
decline that occurred between the early part
of 1937 and the middle of 1938. Beginning in
the latter part of April winter wheat prices
advanced 6 cents to around 75 cents per
bushel, following reports of reductions in
crop prospects. From last July to the middle
of April domestic wheat prices had shown
little change, although foreign prices had de-
clined about 40 cents per bushel, the mainte-
nance of domestic prices reflecting largely
the operation of Government export subsidy
and loan programs. Exports of wheat from
the United States in the current season, end-
ing July 1, are expected by the Department
of Agriculture to total 100,000,000 bushels,
75,000,000 being assisted by the export pro-
gram. Subsidy payments since January 1,
1939, have averaged about 30 cents per
bushel. Under the loan program approxi-
mately 85,000,000 bushels of wheat were
pledged this season by producers. Wheat
which is not redeemed by the maturity dates
of the loans will be purchased by the Federal
Surplus Commodities Corporation and be-
come part of stocks available for export.
Domestic carry-over on July 1 is expected to
be about 275,000,000 bushels as compared
with 155,000,000 last year, but indications
are that the crop this season will be consider-
ably smaller than last year, so that total
domestic supplies will be somewhat less than
last season.
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Spot cotton prices advanced to over 9
cents per pound in the middle of May after
fluctuating around S
1^ cents during most of
this season. Prices of contracts for delivery
of cotton after July, in the new crop year,
have been about 1*4 cents per pound lower.
The recent increase in spot prices has re-
flected chiefly reductions in supplies of cotton
outside the Government loan stock. On May
1 total stocks of American cotton in the
United States amounted to about 15,000,000
bales, of which 3,700,000 bales were "free."
Available supplies of American cotton in
foreign countries were exceptionally small,
following a season of reduced exports.
World stocks of other cotton, however, were
quite large.
Prices of commodities other than farm
products and foods have shown little change
this year and fluctuations with-
Industrial jn ^he general groups of indus-
commodities ,.-,,. i i^-ii
trial materials and finished
products have been relatively small. Prices
of a number of industrial raw and semi-
finished materials, which had advanced last
year from June to November, have decreased
somewhat since that time as the volume of
buying on the part of manufacturers has
been reduced. Prices of hides declined
sharply in December and during the first
quarter of the year and there were smaller
decreases in prices of leather, cotton gray
goods, lead, and zinc. In April and the first
half of May prices of wool, steel scrap, and
copper were reduced. Hides, tin, and cotton,
however, advanced in price after the middle
of April and prices of bituminous coal showed
a marked rise as supplies were reduced. Silk
prices have been increasing during most of
this year as visible supplies of silk have de-
clined to the lowest level in many years. The
price of silk reached $2.75 per pound in the
middle of May as compared with $1.90 early
in January and $1.60 a year ago.
Among finished industrial products, auto-
mobile tires were advanced early this year
and there have also been small increases in
prices of paper and petroleum products.
Prices of agricultural implements and tex-
tile products, on the other hand, have been
reduced somewhat, and in May, as noted in
an earlier paragraph, there were substantial
concessions in prices of several leading steel
products.
Publication of Book on Federal Reserve System
The Board of Governors has just issued a
booklet of 128 pages with charts and illus-
trations, entitled "The Federal Reserve Sys-
tem—Its Purposes and Functions." This
booklet is intended primarily for students,
bankers, business men, and others who desire
an authoritative statement of the purposes
and functions of the Federal Reserve System.
It is neither a primer, nor is it an exhaustive
treatise. The aim has been to have it cover
the middle ground between those extremes
and to make it clear and readable without
neglect of essentials. The price of the book
is 50 cents.
Reprint of Board's Statements on Monetary Measures
and Objectives
Three statements previously issued by the
Board of Governors in response to requests
from committees of the Senate and House for
reports on bills dealing with proposals for
overcoming the country's economic difficul-
ties by monetary action and published in the
FEDERAL RESERVE BULLETIN have been re-
printed in a single pamphlet under the title
MONETARY MEASURES AND OBJECTIVES. The
pamphlet includes the statement on "Objec-
tives of Monetary Policy," published in the
September 1937 BULLETIN, that on "Pro-
posals to Maintain Prices at Fixed Levels
Through Monetary Action," published in the
April 1939 BULLETIN, and that on "Monetary
Measures and Objectives," published in the
May 1939 BULLETIN. Copies of this reprint
will be supplied on request.
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